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MINISTRY OF LAW 
(Legislative Department) 

New Delhi, the 4 th February, 1961 /Magha 15, 1882 (Saka) 

THE BANKING COMPANIES (AMENDMENT) 
ORDINANCE, 1961 
No. 2 OF 1961 

Promulgated by the President in the Twelfth Year of the 

Republic of India. 

An Ordinance further to amend the Banking Companies Act, 

1949. 

Whereas Parliament is not in session and the President is satisfied 
that circumstances exist which render it necessary for him to take 
immediate action; 

Now, therefore, in exercise of the powers conferred by clause ( 1 ) 
of article 123 of the Constitution, the President is pleased to 
promulgate the following Ordinance: — 

1. (I) This Ordinance may be called the Banking Companies Short titjo 

(Amendment) Ordinance, 1961. raencement" 

(2) It shall come into force at once. 

2 . During the period of operation of this Ordinance, the Banking Act 10 0 f 
Companies Act, 1949 (hereinafter referred to as the principal Act) temporarily 
shall have effect subject to the amendments specified In sections 3 , 4 , * mcndcd - 

5 and 6 . 

3 . In section 35A of the principal Act, in clause (a) of sub-section Amendment 
(I), for the words “national interest”, the words “public interest” 35 A. scction 
shall be substituted. 
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Amendment 
of «*ction 
44A. 

Amendment 
of section 
45 . 
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4 . In section 44A of the principal Act, in sub-section (7), the words 
“in national interest’’ shall be omitted. 

5. In section 45 of the principal Act,— 

(a) in sub-section (1)—■ 

(i) for the words “any agreement”, the words “any agree¬ 
ment or other instrument” shall be substituted; 

(ti) for the words “the banking company”, the words “a 
banking company” shall be substituted; 

(b) for sub-sections (4) to (9), the following aub-sectione 
ahall be substituted, namely: — 

“(4) During the period of moratorium, if the Reserve 
Bank is satisfied that— 

(a) i* the public interest; or 

(b) in the interests of the depositors; or 

(c) in order to secure the proper management of the 
banking company; or 

(d) in the interests of the banking system of the 
country as a whole,— 

it is necessary so to do, the Reserve Bank may prepare a 
scheme— 

(i) for the reconstruction of the banking company, or 
(it) for the amalgamation of the banking company 
with any other banking institution (in this section refer¬ 
red to as "the transferee bank”). 

(5) The scheme aforesaid may contain provisions for all 
or any of the following matters, namely: — 

(a) the constitution, name and registered office, the 
capital, assets, powers, rights, interests, authorities and 
privileges, the liabilities, duties and obligations, of the 
banking company on its reconstruction or, as the case may 
be, of the transferee bank; 

(b) in the case of amalgamation of the banking com¬ 
pany, the transfer to the transferee bank of the 
business, properties, assets and liabilities of the banking 
company on such terms and conditions as may be speci¬ 
fied in the scheme; 
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(c) any change in the Board of directors, or the 
appointment of a new Board of directors, of the banking 
company on its reconstruction or, as the case may be, 
of the transferee bank and the authority by whom, the 
manner in which, and the other terms and conditions on 
which, such change or appointment shall be made and 
in the case of appointment of a new Board of directors 
or ol any director, the period for which such appointment 
■hall be made; 

(d) the alteration of the memorandum and articles 
of association of the banking company on ita reconstruc¬ 
tion or, as the case may be, of the transferee bank 
for the purpose of altering the capital thereof or for such 
other purposes as may be necessary to give effect to the 
reconstruction or amalgamation; 

(e) subject to the provisions of the scheme, the 
continuation by or against the banking company on its 
reconstruction or, as the case may be, the transferee bank, 
of any actions or proceedings pending against the banking 
company immediately before the date of the order of 
moratorium; 

(/) the reduction of the interest or rights which the 
members, depositors and other creditors have In or 
against the banking company before its reconstruction 
or amalgamation to such extent as the Reserve Bank 
considers necessary in the public interest or in the 
interests of the members, depositors and other creditors 
or for the maintenance of the business of the banking 
company; 

( g ) the payment in cash or otherwise to depositors 
and other creditors in full satisfaction of their claim— 

(i) in respect of their interest or rights in or 
against the banking company before its recons¬ 
truction or amalgamation; or 

(ii) where their interest or rights aforesaid in or 
against the banking company has or have been re¬ 
duced under clause (f), in respect of such interest 
or rights as so reduced; 

( h ) the allotment to the members of the banking 
company for shares held by them therein before its 
reconstruction or amalgamation [whether their interest 
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in such shares has been reduced under clause (f) or not], 
of shares in the banking company on its reconstruction 
or, as the case may be, in the transferee bank and where 
any members claim payment in cash and not allotment 
of shares, or where it is not possible to allot shares to 
any members, the payment in cash to those members in 
full satisfaction of their claim— 

(i) in respect of their interest in shares in the 
banking company before its reconstruction or 
amalgamation; or 

(li) where such interest has been reduced under 
clause (f), in respect of their interest in shares as so 
reduced; 

(i) the continuance of the services of all the 
employees of the banking company (excepting such of 
them who not being workmen within the meaning of 
the Industrial Disputes Act, 1947 are specifically ^ of 
mentioned in the scheme) in the banking company 
itself on its reconstruction or, as the case may be, in the 
transferee bank at the same remuneration and on 
the same terms and conditions of service, which they 
were getting or, as the case may be, by which they were 
being governed, immediately before the date of the order 
of moratorium: 

Provided that the scheme shall contain a provision 
that— 

(i) the banking company shall pay or grant not 
later than the expiry of the period of three years 
from the date on which the scheme is sanctioned 
by the Central Government, to the said employees 
the same remuneration and the same terms and 
conditions of service as are applicable to employees 
of corresponding rank or status of a comparable 
banking company to be determined for this purpose 
by the Reserve Bank (whose determination in this 
respect shall be final); 

(ii) the transferee bank shall pay or grant not 
later than the expiry of the aforesaid period of three 
years, to the said employees the same remuneration 
and the same terms and conditions of service as are 
applicable to the other employees of corresponding 
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rank or status of the transferee bank subject to the 
qualifications and experience of the said employees 
being the same as or equivalent to those of such 
other employees of the transferee bank: 

Provided further that if in any case under clause (ii) 
of the first proviso any doubt or difference arises as to 
whether the qualification and experience of any of the 
said employees are the same as or equivalent to the 
qualifications and experience of the other employees of 
corresponding rank or status of the transferee bank, the 
doubt or difference shall be referred to the Reserve 
Bank whose decision thereon shall be final. 

(j) notwithstanding anything contained in clause 
(i) where any of the employees of the banking company 
not being workmen within the meaning of the Industrial 
Disputes Act, 1947 are specifically mentioned in the 
scheme under clause (i), or where any employees of 
the banking company have by notice in writing given 
to the banking company or, as the case may be, the 
transferee bank at - any time before the expiry of one 
month next following the date on which the scheme is 
sanctioned by the Central Government, intimated their 
intention of not becoming employees of the banking 
company on its reconstruction or, as the case may be, 
of the transferee bank, the payment to suqh employees 
of compensation, if any, to which they are entitled under 
the Industrial Disputes Act, 1947, and such pension, 
gratuity, provident fund and other retirement benefits 
ordinarily admissible to them under the rules or 
authorisations of the banking company immediately 
before the date of the order of moratorium; 

(k) any other terms and conditions for the recon¬ 
struction or amalgamation of the banking company; 

(l) such incidental, consequential and supplemental 
matters as are necessary to secure that the reconstruction 
or amalgamation shall be fully and effectively carried 
out. 

(6) (a) A copy of the scheme prepared by the Reserve 
Bank shall be sent in draft to the banking company and also 
to the transferee bank and any other banking company 
concerned in the amalgamation, for suggestions and objec¬ 
tions, if any, within such period as the Reserve Bank may 
specify for this purpose; 



THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II 


18 


(b) the Reserve Bank may make such modifications, if 
any, in the draft scheme as it may consider necessary in the 
light of the suggestions and objections received from the 
banking company and also from the transferee bank, and 
any other banking company concerned in the amalgamation 
and from any members, depositors or other creditors of each 
of those companiea and the transferee bank. 

(7) The scheme shall thereafter be placed before the 
Central Government for its sanction and the Central 
Government may sanction the scheme without any modifica¬ 
tions or with such modifications as it may consider neces- 
eary; and the scheme as sanctioned by the Central Gov¬ 
ernment shall come into force on such date as the Central 
Government may specify in this behalf: 

Provided that different dates may be specified for 
different provisions of the scheme. 

(8) On and from the date of the coming into operation 
of the scheme or any provision thereof, the scheme or such 
provision shall be binding on the. banking company or, as 
the case may be, on the transferee bank and any other 
banking company concerned in the amalgamation and also 
on all the members, depositors and other creditors and 
employees of each of those companies and of the transferee 
bank, and on any other person having any right or liability 
in relation to any of those companies or the transferee 
bank. 

(9) On and from such date as may be specified by the 
Central Government in this behalf, the properties and assets 
of the banking company shall, by virtue of and to the extent 
provided in the scheme, stand transferred to, and vest in, 
and the liabilities of the banking company shall, by virtue 
of and to the extent provided in the scheme, stand trans¬ 
ferred to, and become the liabilities of, the transferee bank. 

(10) If any difficulty arises in giving effect to the provi¬ 
sions of the scheme, the Central Government may by order do 
anything not inconsistent with such provisions which appears 
to it necessary or expedient for the purpose of removing the 

difficulty. 
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(11) Copies of the scheme or of any order made under 
sub-section (10) shall be laid before both Houses of Parlia¬ 
ment, as soon as may be, after the scheme has been sanc¬ 
tioned by the Central Government, or, as the case may be, 
the order has been made. 

(12) Where the scheme is a scheme for amalgamation of 
the banking company, any business acquired by the trans¬ 
feree bank under the scheme or under any provision 
thereof shall, after the coming into operation of the scheme 
or such provision, be carried on by the transferee bank 
in accordance with the law governing the transferee bank, 
subject to such modifications in that law or such exemptions 
of the transferee bank from the operation of any provisions 
thereof as the Central Government on the recommendation 
of the Reserve Bank may, by notification in the Official 
Gazette, make for the purpose of giving full effect to the 
scheme: 

Provided that no auch modification or exemption shall be 
made so as to have effect for a period of more than aevcia 
years from the date of the acquisition of such business. 

(13) Nothing in this section shall be deemed to prevent 
the amalgamation with a banking institution by a single 
scheme of several banking companies in respect of each of 
which an order of moratorium has been made under this 
section. 

(14) The provisions of this section and of any scheme 
made under it shall have effect notwithstanding anything to 
the contrary contained in any other provisions of this Act or 
in any other law or any agreement, award or other instru¬ 
ment for the time-being in force. 

(15) In this section, “banking institution” means any 
banking company and includes the State Bank of India or 
any other banking institution notified by the Central Gov¬ 
ernment under section 51.”. 

•• In section 45L of the principal Act,— A*en*» e »t 

(a) in sub-section (3), for the words “a scheme of recon- 45 L. 
struction of a banking company or its amalgamation with another 
banking company”, the words “a scheme of reconstruction or 
amalgamation of a banking company" shall be substituted; 
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(b) in sub-section (4), for the words "a scheme of recon¬ 
struction of a banking company or its amalgamation with another 
banking company”, the words “a scheme of reconstruction or 
amalgamation of a banking company” shall be substituted. 


RAJENDRA PRASAD, 

President. 


R. C. S. SARKAR, Secy. 
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